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ABSTRACT '2 SCHOOL 

Lebanon is in the midst of an ill-fated reconstruction 
effort. The $30 billion plan involves not only physical 
reconstruction after 15 years of a devastating civil war but also 
an attempt at national reconciliation between Lebanon's 
historically contentious confessional groups. I argue that the 
effort is doomed to a path of diminishing returns due to the lack 
of a regional peace agreement between Israel and Syria. 

Syria's domination of the Lebanese political scene and 
Israel's occupation of nearly 10% of Lebanese territory, both of 
which are near certainties in the absence of peace, ensure 
Lebanon will remain the last remaining battlefield of the Arab- 
Israeli conflict. The lack of stability in the region, real or 
perceived, negatively impacts investor confidence, virtually 
crippling a reconstruction plan that relies heavily on foreign 
investment. Further, the lack of a regional peace exacerbates 
internal problems within Lebanese society, which in and of 
themselves are quite capable of derailing reconstruction. 

Lebanon's reconstruction will have to wait for the precarious 
peace process to run its course. 
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EXECUTIVE SUMMARY 



Since the Lebanese Civil War officially ended with the Taif 
Accords of 1989, Lebanon has launched a massive reconstruction 
effort to rebuild the nation. The ambitious plan involves not 
only the physical restoration of 15 years worth of 'war damage' 
and the rebuilding of a shattered infrastructure, but also the 
fostering of sense of national reconciliation, much needed after 
the sectarian violence which characterized the conflict. The 
ultimate goal is to restore Lebanon to its historic role as a 
Middle Eastern cultural and financial center, nothing short of a 
Herculean task. 

This thesis will argue that Lebanon's reconstruction effort 
will fall far short of its intended goals in the absence of a 
regional peace agreement between Israel and Syria. Due to the 
complete devastation of Lebanon's political and economic 
infrastructures, it is not surprising that a well-coordinated 
plan would yield impressive relative gains very quickly, and such 
has been the case. The regional political and security 
situation, of which Lebanon plays the central role, however, has 
doomed the reconstruction effort to a path of diminishing 
returns . 

When the initial reconstruction plan was launched, the 
prospects for Middle Eastern peace seemed more promising than at 
any time in recent memory. Regional stability, therefore, 
seemed a logical assumption to Lebanese government planners as 
they mapped out the road to Lebanon's reconstruction. 
Unfortunately, a resolution to the Arab- Israeli conflict has 
remained as illusive as ever, and has even recently shown signs 
of deterioration. 

In spite of the faltering peace process, the Lebanese 
government continues to pursue a reconstruction policy which was 
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created at a time when peace seemed imminent, and has failed to 
adjust the policy for the current security environment. 
Additionally, various members of the international community, 
including the United States, have provided financial support for 
the reconstruction effort and apparently concur with the Lebanese 
government as to the viability of the policy. A more prudent, 
and cost-effective, approach would involve increased pressure for 
a settlement between Syria and Israel. 

Syria has exercised nearly complete political hegemony in 
Lebanon since the end of the Civil War, bolstered by the 
continuous presence of 30,000 Syrian troops within Lebanon. 
Although there are strong historical links between the two 
nations, Hafez al-Asad of Syria views Lebanon not as a fraternal 
partner, but rather a tool to be used to reinforce Syria's 
position in the long-standing Arab- Israeli conflict. It has been 
through the manipulation of Lebanon, and specifically the war of 
resistance to Israeli occupation of Southern Lebanon, that Asad 
has been able to drastically improve his bargaining position in 
the ongoing peace negotiations. Asad has demonstrated that he is 
more than willing to sacrifice Lebanon's reconstruction efforts 
in order to achieve his ultimate goals, the most prominent of 
which is the return of the Golan Heights. Until those goals are 
achieved, Syria's influence will continue to threaten the 
reconstruction and reconciliation effort. 

Israel also figures prominently in Lebanon's bleak 
reconstruction prospects. The Israeli's have maintained a 9-mile 
wide 'security zone' in Southern Lebanon since 1985, which 
encompasses approximately 10% of Lebanese territory. Although 
Israel's involvement in Lebanon, which reached a peak during the 
1982 invasion of Lebanon, has resulted in numerous Israeli 
casualties as well as criticism from both inside and outside of 
Israel, it seems unlikely that there will be a unilateral pull- 
out of Israeli forces in the near term. Such a move would be 
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interpreted, at least by the present Israeli leadership, as 
bowing to Syrian demands. Like the Syrians, the Israelis view 
Lebanon's reconstruction effort as a means of coercing the 
Lebanese populace and sending a clear message to the Lebanese 
government that there is a price to pay for Beirut's allegiance 
to Damascus . 

Lebanon's reconstruction is also threatened by forces within 
Lebanon, most notably Lebanon's disenchanted and impoverished 
Shi'i community and the large Palestinian refugee population. 

The anger and resentment of the Lebanon's Shia has manifested 
itself in the form of Hizballah, a radical Islamic militia 
currently waging a war of resistance against Israeli occupation 
of Southern Lebanon. Although the Lebanese government does not 
subscribe to Hizballah ideology, they have little choice but to 
praise their efforts in attempting to expel the IDF. In the 
meantime, Hizballah continues to cement their influence over 
Lebanon's Shia, by far the largest confessional group in the 
country. Additionally, Lebanon's Palestinian refugee population, 
which numbers over 300,000, poses a serious threat to Lebanon's 
internal security. The Lebanese are quick to point out that the 
Palestinian presence was a primary catalyst for their 15-year 
civil war, and many fear a similar scenario in the future. 

The Lebanese leadership has recently attempted to separate 
the country's reconstruction effort from the floundering peace 
process. Unfortunately, saying it does not make it so. The plan 
relies heavily of foreign and private investment and it has 
become quite clear that the continued violence and lack of a 
peace agreement have detrimentally affected investor confidence. 
In physical terms, the reconstruction effort appears to be making 
progress and can be verified by the massive construction effort 
that is currently underway. Constructing buildings, however, is 
by far the easiest part of the task ahead, and it should not be 
forgotten that the Lebanese demonstrated during their civil war 
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that they are just as adept at bringing the buildings down. More 
effort should be devoted to institution building and harnessing 
Lebanon's immense human capital, saving the capital-intensive 
aspects of reconstruction for post-peace era. In the meantime, 
Lebanon' s fate is inextricably linked to the precarious peace 
process . 



I . INTRODUCTION 



Since the Lebanese Civil War officially ended with the Taif 
Accords of 1989, Lebanon has launched a massive reconstruction 
effort to rebuild the nation. The ambitious plan involves not 
only the physical restoration of 15 years worth of "war damage" 
and the rebuilding of a shattered infrastructure, but also the 
fostering of a sense of national reconciliation, much needed 
after the sectarian violence which characterized the conflict. 

The ultimate goal is to restore Lebanon to its historic role as a 
Middle Eastern cultural and financial center, nothing short of a 
Herculean task. 

This thesis will argue that Lebanon's reconstruction effort 
will fall far short of its intended goals in the absence of a 
regional peace agreement between Israel and Syria. Due to the 
complete devastation of Lebanon's political and economic 
infrastructures, it is not surprising that a well-coordinated 
plan would yield impressive relative gains very quickly, and such 
has been the case. The regional political and security 
situation, of which Lebanon plays the central role, however, has 
doomed the reconstruction effort to a path of diminishing 
returns . 

When the initial reconstruction plan was launched, the 
prospects for Middle Eastern peace seemed more promising than at 



1 



any time in recent memory . 1 Regional stability, therefore, 
seemed a logical assumption to Lebanese government planners as 
they mapped out the road to Lebanon's reconstruction. 
Unfortunately , a resolution of the Arab-Israeli conflict has 
remained as elusive as ever, and has even recently shown signs of 
deterioration. 

In spite of the faltering peace process, the Lebanese 
government continues to pursue a reconstruction policy which was 
created at a time when peace seemed imminent, and has failed to 
adjust the policy for the current security environment. 
Additionally, various members of the international community, 
including the United States, have provided financial support for 
the reconstruction effort and apparently concur with the Lebanese 
government as to the viability of the policy. 

The purpose of this thesis is not to argue that re- 
construction cannot proceed. Rather, it will show that the goals 
which have been articulated by the Lebanese government are 
unachievable, or at the very least severely limited by the lack 
of a regional peace agreement. A combination of internal and 
external factors, most of which are a direct result of the on- 
going Arab-Israeli conflict, will be examined with specific 
emphasis on how they threaten reconstruction. 



1 In 1990, the United States announced that it intended to open peace 
negotiations between Israel and its Arab neighbors. 
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Unfortunately, the Lebanon case is quite unique and does not 
lend itself to comparison to other post-conflict reconstruction 
efforts. The most notable of these historical examples, post- 
Civil War reconstruction in the United States and the Marshall 
Plan of post-World War II Europe for example, occurred after a 
cessation of hostilities. Lebanon in no way fits that mold. 

Lebanon' s government remains subservient to Syria and 
President Hafez al-Asad as a result of the conflict. More 
significantly, Israel has occupied nearly 10 percent of Lebanese 
territory in a self-proclaimed "security zone" since 1985. A 
portion of the population is well armed, supplied and financed by 
yet another outside power, Iran, and is actively attempting to 
evict the occupying force. This war of resistance is well beyond 
the control of the central Lebanese government and shows no signs 
of waning. Further, the occupation has also isolated a large 
portion of the population from the reconstruction and re- 
conciliation efforts of the government in Beirut. The situation 
is truly unprecedented. 

Even in the absence of the aforementioned factors, Lebanon's 
road to reconstruction is by no means assured. The country is 
racked by unemployment and poverty, the bottom 20 percent of the 
population receives only 4 percent of the private income, and the 
trickle down scenario envisioned by planners is unlikely to 
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provide immediate relief to the struggling masses. 2 Further, the 
Lebanese are attempting to come to grips with the new demographic 
realities of their society and their implications for the tenuous 
power-sharing arrangement which has historically led to strife. 

In spite of these problems, however, many Lebanese are 
convinced that if they were the masters of their own destiny, 
Lebanon would arise from the ashes and assume its historical role 
in the region. Although such a scenario may seem unrealistic, 
Lebanese society may be up to the task. Fifteen long years of 
bloodletting may have finally convinced Lebanon's confessional 
mosaic that conflict has led nowhere and cooperation is the only 
path to salvation. In terms of human capital, Lebanon has a 
great deal to offer, including a population that is 90 percent 
literate and boasts a strong entrepreneurial heritage. 3 
Unf ortunately, Lebanon is unable to bring many of it national 
attributes to bear in its reconstruction effort. Its role as 
host to the last remaining Arab-Israeli battlefield and the 
conflicting political agendas of Syria and Israel, have hindered 
nearly all aspects of reconstruction and reconciliation and will 
continue to do so until regional peace is achieved. 



2 The government is giving priority to investment incentives vice income 
re-distribution, hoping that all will benefit from economic growth. See 
"Putting Back the Pieces: A Survey of Lebanon," The Economist , 24 Feb- 

ruary 1996, p. 15. 

3 Ibid. At one time Lebanon was referred to as "the Switzerland of the 
Middle East." 
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The chapters that follow will begin by addressing the 
aftermath of Lebanon's civil war and examining reconstruction 
efforts to date. In spite of initial signs of growth, the 
Lebanese economy has begun to show signs of strain. It will be 
argued that a major contributor to the economic slow-down is the 
reconstruction plan's heavy reliance on foreign investment. 
Regional security issues and the lack of a peace agreement have 
negatively impacted investor confidence, resulting in a growing 
national debt . 

In Chapter III, Syria's involvement in Lebanon will be 
examined, concentrating on how Syrian interests help or hinder 
Lebanon's reconstruction effort. Syrian hegemony in Lebanon was 
formalized with the Treaty of Brotherhood and Cooperation of 
1991. Since that time President Asad has used Lebanon as a means 
of bolstering Syria's negotiating position in the ongoing peace 
negotiations. In the absence of a codified peace agreement, 
Syria's influence will continue to threaten reconstruction. 

Israel also plays a critical role in the success or failure 
of Lebanon's reconstruction. Chapter IV will examine how Israel's 
experiences in Lebanon over the past several decades have greatly 
influenced their current Lebanon policy. This policy will be 
analyzed in terms of how, in its present state, it threatens the 
stated goals of the Lebanese government. 
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The absence of peace also exacerbates internal problems 



which threaten to derail, or at the very least hinder, the 
reconstruction effort. This is the focus of Chapter V. There are 
numerous potential sparks for social unrest in Lebanon. However, 
this thesis will focus primarily on the threat from two groups 
that become more dangerous in the absence of regional peace, the 
Shi'i community and Lebanon's massive Palestinian refugee 
population. 

Finally, the thesis will discuss prospects for Lebanon's 
future. Chapter VI will examine how the structure of Lebanese 
society, socially and politically, presents both reason for hope 
and cause for concern. The "Lebanese Formula" has yet to prove 
its ability to withstand the test of time and it remains to be 
seen whether the post-Taif arrangement will prove to be any more 
durable. Regardless, the lack of a peace agreement can only 
lower the odds of success. 

Even in the most ideal of circumstances, the road to 
reconstruction for Lebanon would be an arduous one. Few in 
Lebanon would argue that their current situation is in any way 
ideal. However, there is optimism that Lebanon's future will 
include peace and prosperity. It remains to be seen whether such 
optimism is premature. 

The plight of Lebanon poses serious implications for the 
stability of the surrounding region. Lebanon's importance in the 
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ongoing peace negotiations is critical, as it currently plays 
host to the only remaining venue for the venting of Arab- Israeli 
hostility. For the most part, the Lebanese are unwilling hosts 
whose dreams of meaningful national sovereignty remain elusive. 
The failure of the current reconstruction and reconciliation 
effort will carry with it a significant human cost. The fate of 
the nation hangs in the balance, and that fate is inextricably 
linked to regional peace and stability. 
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II. PICKING UP THE PIECES 



In terms of physical damage and human loss, the statistics 
are staggering. Lebanon's 15-year civil war resulted in nearly 
150,000 dead and likely twice that number injured. Physical 
destruction estimates are believed to exceed $25 billion, a 
figure which takes on more significance when one considers a 
national income of only close to $2 billion at the outbreak of 
the war. 4 

Lebanon's political and economic infrastructures were 
decimated, leaving the Lebanese central government unable 
effectively govern and relegated to a role of passive observer to 
the increasing carnage around it. The country's economy declined 
rapidly and by 1987 was characterized by 487 percent inflation 
and a complete loss of faith in the national currency. 5 Hundreds 
of thousands emigrated from Lebanon throughout the course of the 
war, many of whom have yet to return. 



4 The Lebanese Embassy in Washington, D.C. , states that the same 
relative losses to the United States would be on the magnitude of 15 
million dead and $85 trillion in physical damage. Although a 
questionable comparison, it does provide a sobering view of Lebanon's 
plight. See Embassy of Lebanon Homepage at (Internet) http://www. 
erols . com/ lebanon/general . htm. 

5 In 1992, nearly 70 percent of bank deposits and 90 percent of loans 
were in foreign currency. See "Putting Back the Pieces...," p.12. 
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During the conflict both internal and external influences 



combined to eventually divide Lebanon along predominantly 
sectarian lines. Internally, Lebanon witnessed a breakdown of 
the political and social fabric which had been able to maintain 
peaceful relations among the highly diverse population. The ever- 
shifting alliances which typified the conflict eventually pitted 
nearly every armed group in Lebanon against the other and 
resulted in horrible acts of violence on all sides. At several 
points, partition of the country seemed a distinct possibility. 6 

The Taif Accords of 1989 officially ended the civil war and 
set Lebanon on a path towards reconstruction and reconciliation. 
The terms of the Accords were broad and addressed many aspects of 
Lebanese society, including the country's governmental structure. 
The National Pact of 1943 between Lebanon's Christian and Muslim 
communities established the structure of Lebanon's government. 

The 1932 census, the last one taken in Lebanon, indicated a 6:5 
Christian majority resulting in the same ratio in the newly 
formed Parliament. Accordingly, the position of President of the 
Republic was reserved for a Maronite with the positions of Prime 
Minister and Speaker of the Parliament being filled by a Sunni 
and Shi'i, respectively. In its original form, the Pact granted 



6 The Christian leadership was more apt to speak of partition; however it 
was obviously seen as an option for all communities. See Robert Fisk, 
Pity the Nation (New York: Atheneum Press, 1990), p. 121. 
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